Fraud Violation Penalty

First fraud/intentional program violation 12-month disqualification period
Second fraud/intentional program violation 24-month disqualification period

Third fraud/intentional program violation Permanent disqualification from SNAP
False statement with respect to identity or 10-year disqualification period

place or residence in order to receive multiple
SNAP benefit simultaneously

In fiscal year 2014, 45,000 individuals were disqualified from SNAP for fraud, up slightly from
43,000 in fiscal year 2013."

Trafficking

e Another area of program integrity in which SNAP has a strong systems and has made
considerable improvements is trafficking, or the sale of SNAP benefits for cash, which
violates federal law. USDA has cut trafficking by three-quarters over the past 15 years. About
1 percent of SNAP benefits now are trafficked."”

e A key tool in reducing trafficking has been the replacement of food stamp coupons with
electronic debit cards like the ATM cards that most Americans carry in their wallets, which
recipients can use in the supermarket checkout line only to purchase food.

e Sophisticated computer programs monitor SNAP transactions for patterns that may suggest
abuse; federal and state law enforcement agencies are then alerted and investigate. Retailers or
SNAP recipients who defraud SNAP by trading their benefit cards for money or
misrepresenting their circumstances could face criminal penalties.

e Over the years, USDA has sanctioned thousands of retail stores for not following federal
requirements. In fiscal year 2015, USDA permanently disqualified over 1,900 SNAP retailers
for program violations and imposed sanctions, through fines or temporary disqualifications,
on another 800 stores."®

USDA also partners with state SNAP agencies to combat trafficking. In 2014, USDA provided
over $5 million to states to use technology to identify possible fraudulent activity and to increase the
number of trafficking investigations. The 2014 Farm Bill provided $7.5 million for states to create
or improve technology systems designed to prevent, detect, and prosecute trafficking. USDA
recently awarded such grants to five states."”

14 SNAP State Activity Report Fiscal Year 2014, p. 2.

15 U.S. Department of Agriculture, “The Extent of Trafficking in the Supplemental Nutrition Assistance Program: 2009—
2011,” August 2013, http://www.fns.usda.gov/extent-trafficking-supplemental-nutrition-assistance-program-2009-2011-

august-2013.
16 USDA, “SNAP Retailer Management Annual Report, 2014, http://www.fns.usda.gov/sites/default/files /snap /2014-
SNAP-Retailer-Management-Annual-Report.pdf

17 http:/ /www.fns.usda.cov/snap/fv2015-snap-recipient-integrityv-information-technologv-grant-summaries

16


http://www.fns.usda.gov/extent-trafficking-supplemental-nutrition-assistance-program-2009-2011-august-2013
http://www.fns.usda.gov/extent-trafficking-supplemental-nutrition-assistance-program-2009-2011-august-2013
http://www.fns.usda.gov/sites/default/files/snap/2014-SNAP-Retailer-Management-Annual-Report.pdf
http://www.fns.usda.gov/sites/default/files/snap/2014-SNAP-Retailer-Management-Annual-Report.pdf
http://www.fns.usda.gov/snap/fy2015-snap-recipient-integrity-information-technology-grant-summaries

SNAP Administration Is Efficient

Finally, it is worth noting that SNAP is able to accomplish these results with low administrative
overhead. About 93 percent of federal SNAP spending goes to providing benefits to households for
purchasing food. (See Figure 8.) Of the remaining 7 percent, about 6 percent was used for state
administrative costs, including eligibility determinations, employment and training and nutrition
education for SNAP households, and anti-fraud activities. Less than 1 percent went to federal
administrative costs. In addition to SNAP, the SNAP budget funds $2.4 billion in other food
assistance programs, including a block grant for food assistance in Puerto Rico and American
Samoa, commodity purchases for the Emergency Food Assistance Program (which helps food
pantries and soup kitchens across the country), and commodities for the Food Distribution Program
on Indian Reservations.

FIGURE 8

93 Percent of Federal SNAP Spending Is for Food

Federal share Federal
of state administrative
administration costs
6.3% 0.6%

SNAP food
benefits

93.1%

Notes: Chart excludes spending on activities not directly related to SNAP but in the SNAP
budget account, such as nutrition assistance in the U.S. territories, support for food banks,
and the Food Distribution Program on Indian Reservations. The federal share of state
administration includes state costs associated with SNAP operations — including eligibililty
determinations, benefit issuance, and quality control — as well as certain services for SNAP
recipients such as employment and training and nutrition education. Federal administrative
costs include the mandatory and discretionary federal costs of administering SNAP.

Source: Department of Agriculture, Fiscal Year 2015, obligations as reported in fiscal year
2017 “Explanatory Notes for Committee on Appropriations.”
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What Else Can Be Done to Enhance Program Integrity?

We support the ongoing effort to work to maintain and improve SNAP’s program integrity. As
new technology becomes available and as awareness of how problems arise improves, there will
continue to be opportunities to improve SNAP accuracy and prevent fraud. And, with respect to
fraud, while a relatively small problem, it’s an ever-changing concern. Criminals are adaptable, and
the government’s response to them must also remain nimble and responsive to current patterns of
fraud.
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Often, our biggest obstacle to helping states implement new measures that would increase the
accuracy of benefit issuance is cost. Modernized eligibility systems, access to useful third-party data
and the appropriate level of staff to process cases with a high degree of accuracy can be costly for
states. While the federal government shares in the costs of administering the program, state budgets
are the limiting factor to ensuring the best systems and technology are deployed throughout the
program. Many states downsized their program operations during the recent recession and have not
yet rebuilt the capacity necessary to take full advantage of new options and technology.

As the Committee considers new ideas to improve program integrity in SNAP or any other major
benefits program, we encourage you to assess whether new ideas are worthy of consideration against
several criteria.

e What is the scope and scale of the problem under discussion? Some of the most
egregious examples of fraud are highly isolated incidences of criminal activity. To be sure,
they are completely unacceptable, but they may be so infrequent that they should not drive the
program’s fundamental approach to addressing more common, everyday program integrity
issues. In the case of error, scope and scale also matter. States may fail to act on data
showing that some individuals are no longer eligible for the program. It’s useful to assess the
problem and the possible solutions, based on whether the problem involves, for example, 40
or 4,000 individuals. Neither is acceptable, but each situation would likely warrant a different
level of response. Often auditors or reviewers give the same headline to each type of
problem, which can distort the response.

What are the projected costs and benefits associated with the proposed solution? It’s
always sensible to review project costs and savings related to proposed activities. We find,
however, that when a proposal is promoted as an anti-fraud activity, some are reluctant to
weigh the pros and cons out of fear of being perceived as soft on fraud. A good example in
recent years would be the debate around the value of data matching. A few states have
dramatically increased their matching with third-party data sets to check the information
households provide on their applications. As a general rule, this is a solid practice so long as
the data sets offer relevant current information and the state has the resources to sift and sort
through data matching results. But, if a state matches a household’s income and
circumstances from today (when it is in need of SNAP) with income data from six months
ago (when the household didn’t need SNAP), the two will not align. That does not mean that
the client provided incorrect or fraudulent information on its application. More low-cost
matching that just asks clients to resolve or workers to sort through bad matches appears to
be a waste of time and resources that can cost much more than it saves and can divert state
agency staff from more cost-effective program integrity interventions. Smart, well-timed
matching, i.e., matching with higher-quality data provided via real-time access to those data
while workers are talking to clients, can be extremely effective even though it might cost more
in the short run.

Will the proposal have any negative consequences, for example, would it reduce
access to the program by eligible people? Earlier in my testimony, I outlined an example
from the late 1990s where the program’s rules and focus on payment accuracy resulted in
making it harder for eligible working-poor families to participate. Balance always has to be
sought between reasonable controls and access to vital help for very vulnerable households.
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e Who is promoting the change? Often private vendors selling program integrity solutions
are some of the biggest critics of the program. Their self- interest in promoting problems in
the program (or a perception of a program in crisis) must be considered.

We offer the following suggestions as areas that Congress might want to consider to enhance
SNAP’s program integrity.

e A federal investment to allow states to upgrade their state information technology systems to
ensure that caseworkers can access other government databases, i.e., Social Security,
Department of Motor Vehicles, or other programs, in real time at their desks while working
on adjudicating eligibility or talking to clients. All states have access to the required
information, but for some it can be often on a delayed basis. This means that an eligibility
caseworker might make a query and get the match back days later. That undermines their
ability to work efficiently and to engage clients directly when there is a discrepancy. Federal
matching funds are available to states to build this capacity, but not all have taken advantage
of it. Perhaps USDA could consider procuring this tool for states.

¢ USDA could provide more assistance to states in assessing when errors arise because SNAP
rules are out of synch with those for other major federal benefits programs, particularly
Medicaid. In over 40 states, SNAP and Medicaid are co-administered. Their statutory rules,
while similar, differ in some respects. Clients, caseworkers, and even state systems can
confuse the requirements of one program for another. Historically, the Department of Health
and Human Services and USDA have not done enough to identify these issues on their own
or to engage with states on the problems and potential solutions. Many of the small vexing
errors that arise as a result of these disconnects have solutions within the federal rules or
within the flexibility afforded states. The federal agencies have recently started to understand
their role in creating confusion across the various health and human services programs and
have started to engage states on options to harmonize federal rules. They can do more.

e A joint federal-state effort to share effective methods of identifying cases that contain fraud or
that are guilty of trafficking after a more in-depth investigation. This is true for both
individuals and retailers. Similarly, Congress may wish to review whether USDA needs more
resources or authority to remove such stores from the program more quickly.

e USDA is undertaking a review of the quality control review process based on
recommendations by the Office of Inspector General. That effort may result in
recommendations that require new authority or resources to enhance the quality of the
system.

Not All Proposals Promoted in the Name of Program Integrity Are Effective

SNAP benefits are issued to eligible household on debit cards, commonly referred to as electronic
benefit transfer (EBT) cards. Federal law provides states with the option to require a photo of one
or more adult household members on the EBT. Proponents of the option claim it reduces the
selling or stealing of cards because retail clerks would catch individuals using a stolen card at the
checkout line. However, a recent report from the Urban Institute found that “photo EBT cards are
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not a cost-effective approach to combat trafficking.”® The Urban Institute report found that the
option is costly and unnecessary. There is no evidence that requiring photos would be responsive to
the issue of stolen cards; EBT cards use a Personal Identification Number (PIN), just like an ATM
card, making it difficult for someone to steal the card and use it without permission. Moreover:

o Trafficking is at a record low in the program and often involves an unscrupulous retailer who
is unlikely to be deterred by a photo on the EBT card.

e States have other options to improve program integrity, including procedures for replacing
cards that are reported lost or stolen and EBT transaction monitoring.

¢ A photo EBT requirement can be costly to administer. Photo equipment must be readily
accessible for all participants and EBT vendor contracts must be revised. Several states
considering this policy abandoned it after comparing the costs and benefits.

The two states that have most recently implemented the option, Maine and Massachusetts, have
experienced significant implementation problems that provoked intensive scrutiny from USDA.
The problems in these states led USDA to propose regulations governing the option. Comments
submitted by SNAP participants in Massachusetts and Maine, as well as community organizations
and retailers, detail numerous examples of people confused about the policy and deterred from
participating. Their concerns can be summarized as:

¢ Photo EBT can prevent some SNAP participants from using their benefits. While the
"head of the household" is the state agency’s key contact, all household members atre entitled
to purchase food with SNAP benefits. In both states that have photo EBT, household
members such as children, spouses, or seniors have been wrongly denied use of their cards at
the grocery store checkout line because they were not the individual pictured on the
card. One SNAP participant reported “a traumatic experience trying to use my family’s EBT
card when shopping for food.”"”

¢ Individuals with disabilities can face serious challenges with photo EBT
requirements. Many SNAP participants who are unable to get to the store due to a physical
condition or who require help in managing their finances due to a mental impairment often
rely upon others, known as “authorized representatives,” to buy food for them. Photo EBT
requirements make it harder for friends, family members, and volunteers to assist individuals
with severe needs. Moreover, individuals with disabilities may not be able to go to the office,
themselves, to provide a photo.

e Photo EBT proposals do not require photos of all members, leaving retailers with no
way of knowing who is authorized to use the card. Retailers are not required to know all
eligible users of a card and they do not have means, aside from the PIN, to ensure an
individual is an authorized user of the card. This renders the photo irrelevant (albeit costly).
But, some retailers or retailer staff may believe that because the photo is there that they must

18 Gregory Mills, “Assessing the Merits of Photo EBT Cards in SNAP,” Urban Institute, March 2015,
http://www.urban.org/publications /200159.html.

19 Comment submitted by Vicky K. on Photo Electronic Benefit Transfer (EBT) Card Implementation Requirements,
RIN 0584-AFEA45.
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demand additional identification from SNAP shoppers. Such an experience can create a
negative experience for customers, souring their view of a particular retailer.

¢ Retailers may not understand state photo EBT rules as the retailers are authorized by
USDA, not the state. Retailers have not been subject to state-imposed SNAP requirements
and may not know what their responsibilities are regarding photo EBT. SNAP households
shop across state lines, and retailers were confused about whether one state’s limits must be
imposed by retailers operating in another state.

The evidence suggests that this option does not meet any of the assessment outlined earlier in my
testimony. States considering a photo EBT requirement can learn from Missouri’s earlier experience
with trying a photo EBT requirement. After reviewing the state’s requirement to place a photo on
EBT cards, the state auditor found the photographs useless for fraud or identification and the state
wisely discontinued the policy.

Conclusion

SNAP is a highly effective anti-hunger program. Much of the program’s success is due to its
entitlement structute, a consistent national benefit structure, and its food-based benefits. The
program also imposes rigorous requirements on states and clients to ensure a high degree of
program integrity. We look forward on working with Congtress to ensure the program’s ongoing
success.
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